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KEY ECONOMIC INDICATORS 
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SUMMARY 


The Dutch economy performed better than expected in the first three 
months of 1992, with gross domestic product (GDP) growth in the 
first quarter up an unexpected 3.1 percent over similar period in 
1991. Underlying GDP components contributing to this performance 
were increases in Dutch exports of goods and services (up 6.1 
percent) and in gross fixed capital formation (up 12.6 percent). 
Another promising development so far in 1992 was a 1 percent rise in 
manufacturing output volume during the first four months. Based on 
these and other economic indicators, overall GDP growth estimate for 
1992 as a whole is being revised upward to 1.75 percent from 1.6 
percent. Economic growth in 1993 could accelerate to 2.25 percent 
in line with a recovery in the international econony leading to a 
higher growth rate in world trade. Both business investment and 
private consumption also are expected to post slightly higher growth 
figures in 1993 than in 1992. These expected improvements in 1992 
and 1993 follow a disappointing performance in 1991, when GDP growth 
was 2.1 percent, down from a 3.9 percent growth in 1990. 


The Dutch economy warrants scrutiny as the Netherlands is the United 
States' eighth largest market worldwide for exports of U.S. goods 
and services and the fourth largest in Western Europe. U.S. exports 
to the Netherlands went up 3.8 percent in 1991 to $13.5 billion. In 
addition, the United States' largest trade surplus with any country 
in the world is with the Netherlands. Thus, Dutch ability to 
maintain its imports from the United States even as it increases 


domestic expenditures is critical to the success of the U.S. export 
effort. 


Inflation, the size of the budget deficit, and public debt remain 
difficult situations for the Dutch economy. This is especially so 
because European Community (EC) member-states are required to attain 
specific goals on all three fronts in order to qualify for entry 
into the European Economic and Monetary Union (EMU) by 1996. Inter 
alia, EC members are required to achieve an inflation level close to 
the average of the best three performing EC member-countries, an 
annual budget deficit approaching 3 percent of GNP, and a cumulative 
public debt of 60 percent of GNP. 


Inflation jumped to 3.9 percent in 1991, the highest rise since 
1982, but the average 1992 rate may ease to 3.5 percent if the 1 
percent cut in the value added tax (VAT) to 17.5 percent scheduled 
for October 1992 is passed on immediately to customers. Despite the 
VAT reduction, inflation may accelerate to 3.75 percent in 1993. 
Efforts to reduce the public sector deficit below 4.75 percent of 
net national income (NNI) in 1991 were successful, but the deficit 
is expected to exceed its target of 4.25 percent of NNI in 1992. 
Unemployment in 1992 and 1993 is expected to stabilize at 


politically uncomfortable levels of 5.25 to 5.5 percent of the labor 
force. 
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A conflicting task facing the center-left coalition government of 
Prime Minister Ruud Lubbers is how to reduce public sector spending 
and, by extension, the public sector deficit without threatening the 
generous social programs which form a mainstay of the Dutch state. 
Despite successive cutbacks in public housing and transport, health, 
and long-term disability benefits, the Netherlands' public debt 
still remains over 70 percent of GDP. 


The external balance, however, remains one of the stronger elements 
in the Dutch economy. Thanks to strong visible trade, the surplus 
on current account will grow to near 20 billion guilders (3.5 


percent of GNP in 1992) and may even reach 25 billion (4.4 percent 
of GNP) in 1993. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Weak Domestic Demand Dampens GDP Growth in 1991: GDP growth last 
year dipped to 2.1 percent from 3.9 percent in 1990. This is about 
half the GDP growth rate recorded in 1989 and 1990, but it exceeds 


by an estimated 1.2 percent the average GDP increase for the EC as a 
whole. 


Real private investment growth in 1991 fell dramatically to 2.8 from 
8.9 percent in 1990 while public investment also suffered from the 
public spending crunch and grew by no more than 1 percent. 
Consumption growth on the other hand was maintained at a hefty 3.3 
percent compared with 3.9 percent in 1990. The consumer spending 
pattern is all the more remarkable because of the erosion of 
personal income by rising inflation and a heavier tax burden. 


Weaker domestic demand was largely offset by a real export expansion 
of 4.5 percent. 


The export increase was boosted by strong export gains of 12 percent 
to Germany. Demand from Germany, however, eased from 22 percent 
growth in the first half of 1991 to 3 percent in the second half. 
Nevertheless, Germany remained the Netherlands' leading trading 
partner, accounting for nearly 30 percent of total Dutch exports. 
Exports to Eastern Europe and the Commonwealth of Independent States 
(CIS) are growing explosively at a rate of 30 percent. Import 
growth eased slightly to 4 percent in 1991 from 5 percent in 1990. 
Dutch trade (exports and imports) with Eastern Europe last year grew 
to slightly over 2 percent of total trade. U.S. exports to the 
Netherlands last year went up 3.8 percent to $13.5 billion, giving 
the United States a $8.6 billion trade surplus with the Netherlands, 


the largest surplus the United States has with any country in the 
world. 


Growth Slowdown to Continue in 1992: The 1992 economy is developing 
a little better than predicted in the fall of 1991 despite a 
continued recession in Europe and a more pronounced slowdown in 
Germany and Japan. The current slowdown is expected to last at 
least until the second half of 1992. Weaker exports and slackening 
domestic demand are expected to reduce GNP growth in 1992 to about 
1.7 percent. This would be one of the lowest growth rates in the EC 


and member-countries of the Organization for Economic Cooperation 
and Development (OECD). 
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Lower personal income growth is expected to narrow consumer spending 
growth to 1.25 percent in 1992. This would be half the 1991 growth 
rate. A profit squeeze, high capital costs, and a weak business 
outlook also will cause private and public investment to slacken. 
Since little stimulation is to be expected from government, growth 
has to be generated largely by the external sector. Sluggish growth 
in Germany, however, will cause real exports in 1992 to decelerate 
to 3.6 percent from an average 5 percent increase in 1990 and 1991. 
Already in the first quarter of 1992, exports to Germany fell 2 
percent from last year. Dutch imports from the United States, on 
the other hand, saw a sharp 19 percent first quarter surge, whereas 
exports to the United States remained virtually unchanged. 


So far the gloomy outlook for the 1992 economy has been refuted by 
first quarter GDP growth statistics. GDP in the first quarter grew 
by an seasonally adjusted 1.4 percent at an annual rate, exceeding 
the official forecast of a 1.2 percent GDP growth for the whole of 
1992. Signs of a recovery, albeit a weak one, also come from 
firming first quarter manufacturing production (up 3 percent year on 
year), growing new orders, and expanding capacity utilization. 

First quarter consumer spending growth on the other hand continued 
its downward trend (up 1.7 percent), while the level of business 
failures in the first five months of 1992 rose a sharp 20 percent. 


PRICES AND WAGES 


Sharply rising inflation continues to represent a main risk to the 
growth forecast for 1992. Price inflation has been rising faster 
than forecast, and the consumer price rise in 1991 jumped to 3.9 
percent from 2.5 percent in 1990. This is the highest inflation 
rise recorded since 1982 and well above average inflation in the 

EC. Ideally, the government wants to keep price inflation below 3.5 
percent. But with an average inflation rate of 4.3 percent in the 
first five months of 1992, inflation this year is likely to exceed a 
3.5 percent forecast. 


Much of the consumer price rise this year can be attributed to 
upward pressure from government-induced measures (higher indirect 
taxes, extra rent increase) and sharp increases in health care 
costs. For 1993, forecasters are optimistic that an announced cut 
in the high VAT rate from 18.5 percent to 17.5 percent this year 
will absorb the effect of a sharp import price rise next year and 
keep inflation in 1993 limited to 3.7 percent. 


Wage settlements for 1992 have so far yielded a moderate average 
contract wage rise of 4.5 percent. The contract wage rise is well 
in excess of the government's target of a 3 percent pay rise, the 
ceiling at which the government said it can still afford the costly 
link between the level of welfare benefits and private sector pay 
increases. The government fears that "excessive" contract wage 
rises may fuel a wage/price spiral. It is strongly pushing for wage 
rises next year no higher than the consumer price rise. Major 
unions promise 
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"moderation" in their 1993 demands but without commitments to 
specific levels. With close to one-third of labor contracts for 
1993 concluded, indications are that the average contract pay rise 
in 1993 will be at least 5 percent. 


LABOR MARKET 


A politically important trend is reflected in labor market 
statistics. Lackluster growth performance has not been sufficient 
to provide momentum to employment growth or reduce unemployment to 
an acceptable level. Job growth in 1991 fell below the average 2.7 
percent employment rise recorded in the previous four years. The 
bulk of new employment in 1991 was in the services sector, little in 
manufacturing. Reduced growth has also slowed down the significant 
decrease in unemployment seen in the past few years. Forecasters 
predict that a delay in economic recovery is likely to keep 
unemployment in 1992 at the 1991 level of 5.25 percent. 


A reduction in taxes and social welfare contributions is seen as the 
only way to effectively boost employment growth. 


MONETARY POLICY AND INTEREST RATES 


Dutch monetary policy follows Germany's. This gives the Netherlands 
central bank (NB) little room to manipulate Dutch interest 
unilaterally without weakening the guilder vis-a-vis the German 
mark. Relatively high interest rates and an inverse interest rate 
structure are the price paid for close monetary ties with Germany. 
Capital market rates currently average 8.32 percent, with 
three-month rates up at 9.46 percent. Short-term interest rates are 
forecast to ease during the second half of 1992 to an average of 
9.25 percent. The yield on government bonds on the other hand 
stabilizes at 8.3 percent. Given the importance of maintaining the 
competitive position of Dutch exports to Germany, the central bank's 
peg of the guilder to the German mark will continue, and a 
unilateral cut in Dutch official interest rates is not likely. 


FISCAL POLICY 


This year may herald a change in Dutch fiscal policy. In the past 
decade, this policy has focused chiefly on reducing government 
spending and reducing the budget deficit. But recent developments 
suggest that the coalition government may gradually shift fiscal 
policy emphasis more towards streamlining the welfare sector and 
stimulating slumping public investment. The budget deficit has 
gradually been reduced to a level where a decline in the debt-to-GDP 
ratio has come in sight. This situation may ease the pressure on 
public finances and bring deficit and public debt levels closer to 
the EMU convergency criteria. The recent Danish rejection of the 
Maastricht Treaty will have no resonance in the Netherlands. As 
architects of the Maastricht Treaty, the Dutch continue to be ardent 
supporters of European integration. 
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One of the overriding macro-economic goals of the center-left 
coalition is to continue lowering the budget deficit as a percentage 
of NNI. The government in 1991 succeeded in reducing the public 
sector deficit below the target of 4.75 percent of NNI. Deficit 
reduction, however, has been achieved largely at the expense of a 
further reduction in taxes and social welfare contributions. 


This ties in with another key objective in the 1989 coalition policy 
accord: stabilizing the burden of taxes and social welfare 
contributions as a percent of national income. The argument is that 
a high tax rate dampens consumption, generates upward pressure on 
wage costs, and discourages investment. Nevertheless, the burden of 
taxes and social welfare contributions is expected to remain 


virtually unchanged at 53.6 percent of NNI, among the highest rates 
in Europe. 


POLITICAL TENSIONS 


The center-left coalition government has been increasingly split 
over proposals to streamline the teetering Dutch welfare state. 
Controversial policy changes have strained the consensus within the 
coalition. This situation has generated a need to formulate new 
policies to respond to rising inflation, growing unemployment, and a 
general economic slowdown. Measures proposed to curtail the growing 
numbers of job-related disability (WAO) benefit recipients have put 
the coalition partners on a near-collision course, but have had 
little effect so far. Coalition partners are divided on how to 
reduce taxes and social welfare contributions to help shore up the 
Dutch competitive position and boost employment. Discussions about 
the need to continue a costly link between social welfare and 
private sector wages continues undecided. Political differences 
have also led to the postponement (to 1994) of a restructuring of 
the Dutch national health system. 


A proposed unilateral energy levy (ecotax) ahead of the EC was seen 
both by business and trade unions as dangerous at a time when the 
economy is on the brink of recession and business costs are rising 
sharply. 


EXTERNAL SECTOR 


The external balance continues as one of the stronger elements in 
the Dutch economy. A large current account surplus is boosted by 
high visible trade surpluses. The current account balance declined 
slightly in 1991 to a surplus of 17.8 billion guilders (3.3 percent 
of GNP) from 19.5 billion (3.8 percent) in 1990. The decline was 
due to a weaker invisible balance, which swung a small surplus in 
1990 into a 4.4 billion guilders deficit in 1991. The deficit on 
the invisible balance reflects declines in the services sector 
(transport and tourism) and income transfers, which were influenced 
by large 
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transfer payments to the EC, in connection with the German 
unification, the Gulf war, and aid to the Soviet Union. Slightly 
weaker exports and sluggish domestic demand will help the current 
account surplus return to 19.5 billion guilders (3.5 percent of GNP) 
in 1992 and grow to a record 26 billion guilders (4.4 percent of 
GNP) in 1993. Outward direct investment towards the EC and 
purchases of foreign securities upped outward capital transactions 
to 18 billion guilders, twice the cash surplus on current account. 


FUTURE PROSPECTS 


Forecasters are confident that the current downward trend in the 
economy may be reversed in the latter part of 1992 and in 1993. A 
recovery of international economic conditions is expected to reverse 
the export slowdown and boost export growth from 3.5 percent in 1992 
to over 6 percent in 1993. Since domestic spending remains in the 
doldrums, the foreign demand surge will generate much of the modest 
GNP growth of 2 percent. A further contraction of personal income 
is expected to reduce consumer spending growth in 1993 to only half 
the consumption gain of over 3 percent in 1990 and 1991. Last 
year's profit squeeze will ease somewhat, but not enough to provide 
momentum to stagnating private investment. 


Inflation and the budget deficit continue to represent major risks 
to the economic recovery. Inflation is forecast to accelerate 
further to 3.75 percent in 1993, mostly due to sharply rising import 
prices. As a result of reduced economic growth and the absence of 
drastic retrenchments measures, the budget deficit will exceed the 
target of 3.75 percent of net national income. 


Forecasters expect weak domestic demand to keep employment levels in 
1993 virtually unchanged from 1992. Unemployment on the other hand 
is expected to resume its upward trend to a level of 330,000 (4.7 
percent of the total labor force) in 1993. Dutch forecasters warn 
that economic recovery in 1993 conceals disturbing structural 
trends. Real labor costs, unemployment and inflation continue to 
rise, while falling corporate profits are keeping investment down. 


The high burden of taxes and social welfare premiums has been 
identified as another weakness of the Dutch economy. Preventing the 
tax burden from exceeding the target of 53.6 percent of national 
income may prove a difficult task. It will add to the problems 
related to high wages, surging inflation, and stubborn unemployment, 
all which are likely to further strain the center-left coalition. 


IMPLICATIONS FOR THE UNITED STATES 


The current downward trend in the Dutch economy is likely to be 
reversed in 1992, keeping the Netherlands an outstanding market for 
American firms. The Netherlands' potential both as a lucrative 
end-market for U.S. goods and services and as an entry point to 
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other European markets stems from traditional Dutch support for free 
trade, a sophisticated transportation infrastructure, a strategic 
geographic location, an exceptional investment and business 
mentality, as well as English language ties to the United States. 


The foreign trade-oriented Dutch economy derives its strength from 
strong demand for Dutch exports from its major trading partner, 
Germany, especially during the rebuilding of eastern Germany; and 
concentration of Dutch production in recession-resistant areas such 


as natural gas, food, beverages, and international trading and 
financial services. 


The Netherlands' advanced transport infrastructure is second to none 
in Europe. Dutch firms own one-third of the cross-border EC freight 
carrying vehicles and over 50 percent of the European river barges. 
Over one-fifth of Europe's regional distribution centers are based 
in the Netherlands. English is spoken more commonly in the 
Netherlands than in any other country on the European mainland. 


The Dutch and European markets are receptive to a wide range of 
American products. American industrial goods as well as consumer 
goods are popular and well known for their quality. The decision 
whether or not to tackle the Dutch market can often be made by 
heeding the prevailing wisdom that an American manufacturer or 
supplier of a well-designed product with strong sales in the United 
States can generally expect to do well in the Netherlands. 


Moreover, the establishment of a business base in the Netherlands 
gives an American company the potential for easy expansion 
throughout the European Community. Within 300 miles of the center 
of the Netherlands live 160 million affluent European consumers, 
almost half the population of the EC. 


Agriculture: Agricultural commodities account for 25 percent of 
total Dutch export trade. In 1991, agricultural products valued at 
61.6 billion guilders ($33 billion) were shipped from the 
Netherlands. By market share, the EC 12 constitute the most 
important single bloc of customers, taking 80 percent of total 
agricultural product shipments. Exports to the United States 
accounted for slightly less than 2.5 percent of total agricultural 
exports. In 1992, Dutch agricultural exports are forecast to rise 
to 62 billion guilders. 


Agricultural product imports into the Netherlands during 1991 were 
valued at 35 billion guilders ($18 billion), up 5 percent from 

1990. Although falling in rank during the last several years, the 
United States remains one of the supplier countries for the 
Netherlands with product value totaling $1.15 billion or 6 percent 
of total import value for 1991. Major U.S. products imported 
include soybeans, animal feeds, and fruits and vegetables. Based on 
1991 trade data, imports during 1992 should remain unchanged at 
approximately 35 billion guilders. The capital intensive nature of 





-10- 


Dutch agriculture lends itself closely to the production of dairy 
products, meat, fruits, vegetables, and flowers and bulbs. Despite 
mixed results from the arable crop and livestock sectors, 1991 gross 
production value totaled 37.4 billion guilders, up 1 percent in 
volume and 3.5 percent in value compared to 1990. Total production 
with value should remain unchanged in 1992 as the EC attempts to 
restrain prices and excess production. 


During 1991, the horticultural sector maintained its continued 
growing prominence within the agricultural economy. During 1991, 
production for the sector totaled 13.3 billion guilders ($7.1 
billion) compared with 11.9 billion guilders ($6.6 billion) in 

1990. This value increase was due largely to a 10.8 percent rise in 
production unit value. 


The arable crop sector during 1991 (cereals, sugar beets, and 
potatoes) incurred lower price and volume figures, down seven 
percent and two percent, respectively. Total production value for 
the sector was 3 billion guilders ($1.6 billion) in 1991. For 1992, 
total value should remain unchanged or rise slightly. 


The livestock, meat and dairy product sector underwent a slight 
recovery in 1991 as total production value rose to 20.8 billion 
guilders, compared with 20.5 billion in 1990. Despite the slight 
increase in total production value, the pork meat subsector suffered 
somewhat with a 6 percent reduction in volume. As a result pork 
meat production value fell to 6.2 billion guilders ($3.3 billion). 
Milk and dairy product production remained unchanged in 1991 from 
1990 at 7.8 billion guilders ($4.17 billion). For 1992, livestock 


production value should fall slightly--given lower output in all 
segments. 


The top five agricultural goods produced in the Netherlands in 1991 
were milk and cheese ($19 billion), pork products ($3.3 billion), 


flowers and plants ($3.1 billion), fresh vegetables ($2.5 billion), 
and potatoes ($795 million). 


The Foreign Agricultural Service (FAS) at the American Embassy in 
the Netherlands has identified the following products as good sales 
prospects: fruit and vegetables, gourmet food items, fish and 


seafood products, wine, animal feed ingredients, peas and beans, and 
soybean products. 


The offices of the Commerce Department's U.S. & Foreign Commercial 
Service (US&FCS) in the Netherlands and in Washington, D.C. have 
identified a number of industries which offer excellent 
opportunities for U.S. suppliers. This listing is only a 
representative sample: most quality products offered at a 
competitive price will find interested Dutch buyers. 


The Dutch computer equipment and software market: The equipment 
market, although presently going through a period of slower growth, 
remains an attractive market for U.S. suppliers. The computer 
software and services market is estimated at $3.9 billion, with 
average annual growth rate for the next three years of 6 percent. 
Of the estimated total imports in 1992 of $1.6 billion, the U.S. 
share accounted for $700 million. 
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Pollution Control Equipment: The growing awareness of environmental 
issues and the lead that the Dutch have taken worldwide to preserve 
the environment make opportunities in this industry very promising. 
The market size in 1992 is estimated at $2.2 billion with air 
abatement equipment, waste handling and recycling equipment and 
services, and water pollution systems showing the best prospects. 


Aerospace: Demand will continue to increase due to new aircraft 
procurement by the Dutch carriers. The sole Dutch aircraft builder, 
Fokker, recently agreed to have DASA of Germany buy 51 percent of 
its stock. DASA, on the other hand, is expected to sell 25 percent 
of its stock to Aerospatiale of France and Alenia of Italy. These 


developments are expected to influence Fokker's purchasing decisions 
and production targets. 


Material Handling Machinery: Dutch businesses are heavy users of a 
wide variety of material handling equipment. The Dutch material 
handling machinery market is currently growing at a rate of 6 


percent annually. The market size in 1992 is estimated at $742 
million. 


Laboratory Instrumentation and Biotechnology Applications: The 
United States has more than a 25 percent share of the laboratory 
instrumentation market, which recorded 1991 sales of over $720 
million. The Netherlands has a strong research base, including 
research centers at seven universities, three major medical 
institutes, and several other centers. The Dutch biotechnology 
sector dominates the food and beverages industries. 


Renewable Energy Equipment: Growing environmental problems compel 
the Netherlands to increase its annual energy efficiency improvement 
rate to over 2 percent. Subsidies will be used to support a wide 
range of investments in energy conservation and renewable energy 
sources. By the year 2000, total government expenditures will 
amount to $325 million annually. The Dutch Government expects total 
investments on energy conservation and renewable energy to amount to 
$1.5 billion. The total amount of investment in renewable energy 


equipment is estimated to be $150 million per annum over the next 
three years. 


Telecommunications Equipment: The opening of the customer premises 
equipment and value-added services market in 1989 and the ambitious 
plans of the national telecommunications operator, PTT, continue to 
contribute to the growth in demand for telecommunications equipment 
and supplies in the Netherlands. The EC mandate to develop a 
pan-European digital cellular communications network (GSM) has 
translated itself into proposed legislation to allow a second 
operator to provide mobile cellular communications services in 
competition with the PTT. Potential license providers will be 
requested to submit bids in early 1993, and the winning consortium 
will be announced in the summer of 1993. U.S. mobile communications 


equipment suppliers enjoy a 35 percent share of the $130 million 
import market. 
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Sports and Leisure Wear: Consumer spending on sports and leisure 
wear has risen an average of 3.5 percent per year for the last five 
years and now contributes 65 percent of the total expenditure on 
apparel. Imports play an important role in supplying the Dutch 
market, comprising 91 percent of total demand in 1990. The 
influence of the United States on sports leisure wear styles and 
"looks" is enormous, and American designs set the trend in this 
market. 


The US&FCS assists exporters to establish or expand their sales in 
the Dutch market through a variety of promotional events, such as 
participation in Dutch trade fairs, facilitation of business 
contacts, and information gathering and reporting. The following 
events have been targeted for 1992/93: HOLLAND OFFSHORE (Oil & Gas 
Equipment) and EUROCOMNET (Telecommunications Equipment & Services) 
both in November 1992; HORECAVA (Hotel & Restaurant Equipment) in 
January 1993; AUTOVAK (Automotive Parts and Accessories) and MEDICA 
(Medical Equipment & Supplies) both in March; and EUROPE SOFTWARE 
(Computer Software) in May 1993. To take advantage of these 
programs, contact the nearest office of the U.S. Department of 
Commerce located in major cities throughout the United States. 


To obtain additional information on exporting to the Netherlands, 
American exporters are encouraged to contact: 


Robert Cohn Simon Bensimon 

Commercial Counselor Netherlands Desk/Room H-3043 
Commercial Section U.S. Department of Commerce 
American Embassy, The Hague 14th St.& Constitution Ave., 


PSC 71 Box 1000 Washington, D.C. 20230 
APO New York 09715 Tel: (202) 377-5401 
Tel.: 011-31-70-3109417 Fax: (202) 377-2897 
Fax.: 011-31-70-3632985 





